Flour industry and animal feed industry play an important role in supporting government programs to achieve self-sufficiency of meat. The important role of these animal feed producers has triggered the government to stipulate appropriate tax policies to ensure the growth and development of both industries. Through tax policy instruments, the government has provided facilities in the form of Value Added Tax (VAT) exemption for the delivery of animal feed and animal feed ingredients. However, in its implementation, this policy has not been all-inclusive, leading to a cascading effect suffered by the flour industry. It results in an opportunity cost and cost of taxation affecting the productivity of the flour industry as the producer of animal feed. This study applies a qualitative-descriptive method with data collection techniques of in-depth interview and documentation study. This study explains the implications of VAT exemption policy for the flour industry, evaluates VAT exemption policy on animal feed in the perspective of public policy and productivity of animal feed producers, and analyzes political relations and ideas for VAT policy on animal feed in an effort to support national flour industry and animal feed industry.
INTRODUCTION
The variety of products produced by wheat processing such as flour for humans and by-products such as livestock, poultry, and fish feed (hereafter referred to as animal feed) makes this grain popular among global communities, including Indonesia (APTTI, 2013; PT BI, 2015) . Its abundant availability in global market, high protein, relatively inexpensive price, and practically easy processing have made wheat-based food develop rapidly in Indonesia. Several products from wheat processing widely used and having selling values are, among others, wheat flour, gluten, and the waste of processed wheat (Anomaly, 2017 (Chattopadhyay & DasGupta, 2002; Cnossen, 1997) . The concept of VAT applied is related to the legal characters of VAT, the method of calculating VAT, Input Tax credit and VAT facilities. Legal characters are the characteristics or the nature of a type of tax (Rosdiana et al, 2011) . The legal characters of VAT applied as supporting theories in this study include general tax on consumption, indirect tax and neutral (Terra, 1988) .
In addition to the legal characters of VAT, the concept of tax exemption was also applied in this study. Exemption is a method of exclusion from VAT imposition on the delivery of goods or services due to non-payable delivery. Thus, VAT paid to the entrepreneurs at the time of purchase of goods and services related to the delivery of goods or services exempted from VAT that cannot be credited shall be applied as an element of cost, supposing that the purchase is not carried out by end consumers (Toma, 2014; William, 1996) . The provision of tax exemption in its development is increasingly diverse and given to attract the interest of entrepreneurs to invest.
In addition to tax exemption, this study applied the definition of subsidies as a form of government expenditure, also interpreted as a negative tax that shall increase the income of individuals/groups receiving the subsidies or increase the real income, should the individuals/groups consume or purchase goods, subsidized by the government with low selling price.
Subsidies can be divided into two forms, namely cash transfers and in-kind subsidy.
Furthermore, the concept of supply side tax policy (Rosdiana & Irianto, 2012) is defined as a policy aiming to improve market performance by increasing economic capacity to produce in order to ensure the increase in demand curve. In this study, the context of tax policy analysis is focused on the context of VAT exemption policy as one form of public policies to achieve certain goals. In evaluating a public policy, there are criteria to be met, to assess whether a policy or program is progressing well or (Agustinus, 2008; Dunn, 2003; Jones, 2006) . Those criteria are effectiveness, efficiency, adequacy, leveling, responsiveness, and accuracy (Dunn, 2003; Dye, 2008) . prioritizing social realities found in the study (Wagner, et.al., 2012) . A good research design that meets scientific standards shall be followed by a relevant theoretical study or perspective to help understand and describe the social phenomena focused on (Bungin, 2002; Creswell, 1998; Neuman, 2000) . Data producers. This increase in supply is greatly influenced by several factors, namely taxes, prices, and subsidies (Rosdiana, 2008) . Of the aforementioned forms of supply-side policy, the most widely used is related to tax (supply-side tax policy) (Rosdiana, 2011b ) (Steinmo, 2003) . creates tax expenditure or deficit. Second, its effectiveness is questionable (Rosdiana, 2010) . Third, it inherently facilitates avoidance by taxpayers (Steinmo, 2003) . Fourth, there are other non-tax factors affecting productivity, such as politics, security, potential market size, and economic stability.
VAT exemption policy on animal feed and animal feed ingredients as the byproduct of PT BI has an impact on the cash flow and productivity of PT BI and has an influence on the supply of these products. The flour industry is unable to increase its production capacity (supply)
as a result of the reduced available cash flow. Any form of policy reducing cost of taxation can result in greater cash flow available for production (Rosdiana, 2010) . Furthermore, the policy has an impact on the opportunity cost that shall be obtained by PT BI as an effort to optimize the production process, increase investment in producing animal feed, and absorb employment. Investment, both domestic and foreign, has the potential to create a space for supply of labor (Rosdiana, 2010) . Basically, the supply of labor that can be absorbed by industry can be divided into direct labor and indirect labor from the multiplier effect of business development (Rosdiana, 2010) . to the three pillars (Rosdiana, 2011a (Rosdiana, , 2011b . 
